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FOREWORD 


Craving for recognition from the United States, the Spanish government made 
feverish preparations for the September visit of an American naval squadron to the 
ports of Franco's native Galicia. This visit, which clearly implied that the U. S. 
Navy wished to collaborate with Spain, Franco or no Franco, was viewed with anything 
but enthusiasm by the State Department, which, after all, has constitutional respon- 
sibility for the conduct of American foreign relations. The armed forces have a 
definite role in the American system, but they must scrupulously avoid going beyond 
their proper function lest they fall into militarism, which has been the tragic 
destiny of practically all the countries of the Western Hemisphere. 


Students of Portuguese history will view with anything but levity the serious 
decline of Portuguese wine exports. Regardless of the economic consequences, this 
is indeed an iron age if Portugal's most convivial contribution to international 
amity is to disappear from the world picture. 


The United States has reason to be a little shocked by the Peace Congress just 
held in Mexico City. While it was lacking in spectacular brilliance, it received 
the blessing of many whom one had not suspected of harboring anti~American feelings. 
Lombardo Toledano and Narciso Bassols one expected to find among the sponsors, but 
it was something of a surprise to see there the names of ex-President Cardenas, Luis 
Garrido, rector of the National University, and Fulgencio Batista, ex-president of 
Cuva, to quote just a few of the adherents. It would seem that the United States 
does not enjoy the support of Latin America's elite in the way we had imagined. 


, Central America enjoyed unusual calm during the month of August. President 
Arevalo of Guatemala is taking measures in the light of the recent uprising, and it 
is to be hoped that he succeeds in avoiding a fuli-fledged civil war. 


Perhaps the most significant news from Venezuela is the disagreement among 
exnerts regarding the number of years that country's oil supply will last. Political 
maneuvering in Colombia has made the proposed date for the presidential elections a 
bi'lter issue between Liberals and Conservatives, who seem determined to bring the 
Colombian party system down to a Tammany Hall level. Fate has given Ecuador a 
snectacurerly beautiful landscape, but otherwise she has been unkind. The news of 
the severe earthquake in which three small cities were destroyed and Ambato, the 
third largest city in the country, badly damaged, sent a wave of pity and sympathy 
thrcush the American republics. In practical terms, this means that the West Coast 
ren-olics of South America should quickly abandon conventional architectural forms, 
especially the popular adobe construction, and become expert in the modern 
techniques of aseismic architecture. 


Despite its political condition, Peru seems to be prospering economically. In 

Bolivia, endemic unrest developed into a full-fledged civil war in which the present 

government, constitutionally elected, capable, honest and pro-democratic, finally 

succeeded in overcoming the rebel forces which, if victorious, would have added one 

more link to the Peronista chain of South American governments. Comparable trouble 

in Chile seemed to have a more Communist tinge and was confined largely to rioting | 
| in Santiago, with the students revealing that they are more devoted to political | 
action than to book-knowledge. 


Men of peace everywhile will be dismayed by the resignation of Bramuglia as 
Argentine foreign minister, especially since the circumstances of his resignation 
were not too edifying. The new foreign minister is young and unknown, but he seems " 
to be a brilliant lawyer and may become the enfant terrible of Peronismo. In ; 
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Uruguay, the important cattle industry is reviving, while internationally the 
Uruguayan denunciations of Venezuclan militarism (a thinly veiled attack on 
Argentine militarism) seems finally to have aroused the ire of that distant 
Caribbean country. Peace continues to reign in Paraguay. 


Brazil's dollar shortage seems to be forcing that country to revert somewhat 
to Suropean trading, as evidenced by the recent Anglo-Brazilian trade pact. This 
development is natural, and the United States should encourage trade in all direc- 
tions within the Western World. 


Personalities continue to dominate Cuban politics, and the much-publicized 
dismissal of General Pérez Ddmera as Chief of the Army undoubtedly has a political 
significance, despite official denials. In Haiti, plans are progressing for the 
Bicentennial Exposition (celebrating the foundation of Port-au-Prince in 1750), 
complete with a gambling shin in the bay; of such stuff is respect for history made, 
or perhaps of such stuff is the American tourist made. Some concern may be 
expressed over the establishment of a new munitions factory in the Dominican 
Republic, which parallels a similar development in Argentina. In both cases, the 
aim is clearly to obtain independence from the United States in arms procurement, 
since a "democratic" boycott might cut off the supply in the event of an inter- 
American war. The case for the Dominican Republic is, however, stronger than that 
for Argentina, since it seems now to be more aggressed against than aggressing, 
whereas Buenos Aires has no one to fear, at least no foreigner. 
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THE IBERIAN PENINSULA 
SPAIN 


The Spanish government appeared to be greatly excited over the announced 
September visit of American naval vessels, as evidenced by its feverish preparatory 
activity. Two destroyers and two cruisers from Admiral Richard L. Connolly's 
dastern Atlantic and Mediterranean Fleet are scheduled to anchor at the Spanish 
naval base at Sl Ferrol in the first official naval visit since 1936. Spanish news- 
papers hailed the event as signifying closer cooperation in the future between the 
United States and Spain. Such cooperation is much desired by Spain, which is still 
seeking American funds. Although Herbert Garston, president of the Import-Export 
Bank, echoed Secretary of State Dean Acheson's views on the bankruptcy of the 
Spanish economy, the Spanish embassy in Washington announced that it still main- 
tained hopes of securing the loan, which has not, as yet, been formally requested. 
Garston, appearing before the Senate Finance Committee, onposed the projected loan 
on the purely financial srounds that Spain could not, by means of its exports, 
secure the dollar exchange to repay a loan, or even the interest on it. In the 
meanwhile, William G. Brady, Jr., Chairman of the board of directors of the National 
City Bank of New York, had several long conferences in Madrid with important Spanish 
banking officials including Andrés Moreno, recently returned from Washington on a 
fruitless quest for 2 loan. 


The Great Drought of 1949, one of the worst in Spain's history, seemed to be 
coming to an end. Heavy, soaking rains were reported in Oviedo, Asturias, Zaragoza, 
and all of northern Spain. Although the impounded run-off has not been great enough 
to affect the electrical power shortage, some of the crops were aided. The annual 
cereal grain crop, severely stunted by tho drought, has turned out to be of 
unexpectedly high quality, though insufficient to meet domestic needs. The arrival 
in Barcelona on August 23, of two ships loaded with American and Canadian wheat to 
help Spain tide-over the period until the new crop can be harvested was the first 
major import of non-Argentinian wheat since the beginning of the Franco-Peron proto- 
col. The price of the North American wheat was sufficiently under the Argentinian 
quotation to justify the expenditure of scarce American dollars. 


The Spanish embassy in Washington announced that it was seeking a reduction of 
tariffs on almonds as a means of increasing Spain's exports of this product to the 
United States. The embassy spokesman maintained that the addition of the tariff 
priced Spanish almonds out of the American market, but the almond growers of 
California declared that the barriers would remain unchanged since that was their 


purpose. 


A rapidly developing fishing industry in Spanish Morocco may be of help in 
Spain's efforts to fced herself and secure exports. The American legation at 
Tangiers reported the establishment of 16 canneries on the north-west African Coast. 
Fishing fleets are operating out of Larache, Arcila, Alcazarquivir, Rincon de Medik, 
Rio Martin, Puerto Capaz, Cuatro Torres, Alcala, Villa Sanjuro, and Villa Nador. At 
the present time the catch is worth more than $5 million in dried or canned sardines, 
tuna, and bonito. Nearly all the pack is consumed in Spain proper or exported to 
Western Europe and the United States. Tinplate is hard to come by at the moment, 
but it is hoped that eventually the sardine pack will be large enough to furnish 
stiff competition to the Portuguese. The fish supply is extensive and production 
Costs are even lower than those of the Portuguese. In the same area, somewhat west 
of Ceuta, a whaling station has been established at Benzu Bay. In 1947,-the first 


year of operation, Norwegian whalers were employed as instructors, but since then 
the entire operation has been taken over by Spaniards. Last year over 125 whales 
vere taken in the Straits, and an even greater number is anticipated during the cur- 
rent season. This new source of edible oil, suitable for a low standard of living 
country like Snain, should free a large quantity of the more expensive olive oil for 
export. Spain must rebuild many of her world olive oil markets. In the United 
States, for instance, wartime restrictions forced Americans to develon a taste for 
peanut and cottonseed oil, and they are reluctant to swing bacl: to the more 
expensive if more aristocratic olive oil. 


After a long period of lethargy, the Spanish stock market appears to be heading 
for a period of activity. A marked advance in prices was noted throughout the month 
of August with an increasingly large daily turnover. No outstanding cause can be 
noted for the advance, but experts point out that banking activity has increased 
sharply, indicating incroasing public confidence, and the continued excess of demand 
over supply in the fields of transport, power, metals, and foodstuffs with the sub- 
sequent increase in prices which is to be expected. Though this is good news to the 
Madrid and Barcelona capital investors, it signifies inflationary pressures and an 
increase in the cost of living to the man-in-the-street. The announcement of a 
government seizure on August 3, of a larvze supnly of blackmarket foodstuffs (rice, 
olive oil, sugar, etc., not luxwries but staples) and a new bread rationing scheme 
indicate harsh enough times without an increase in the discomfitures of daily living. 


Gil Robles, a leading Spanisn exile, made the news again with an apparently 
permanont move from Portugol to France. The fnnous Spanish rightist broke with 
Franco shortly after the outbreak of the Civil War, but aponrently is no longer con- 
sidered by the Falange as an excecdingly dangerous opponent. Last year he was 
pernitted to return to Spain for the funcrel of a sistcr and in his recent journcy 
was allowed to travel across Spain by rnilrood. The purpose of his move has aroused 
considerable speculation in the internstionnl press. 


Juvenile delinquency in both extremes of the social stratum was revealed in 
Spain last month. Near Barcelona a nine-ycar 01d was shot by cstate-guards while 
Stealing fruit and a band of 13 youths was arrested for rowdyism and brigandage, 
while another group of youths, amusing themselves at the resort at Pedralbes, were 
so fearful of publicity about their visit that they hesitatcd to report to the 
police that they had been robbed. ‘The mayor of Tolosa, decrced that minors under 
18 were to be forbidden entrance to establishments serving alcoholic beverages 
wmless accompanied by their parents. 


The authorities in Barcelona became aroused over the fact that the crime situa- 
tion in their town had reached alarming proportions and ordered the police to 
produce results immediately. The Civil Guard of the region was also alerted and 
Some officials have been transferred. The authorities claim that only a small per- 
centage of the crimes are of political origin, despite Barcelona's reputation, and 
“ory hae large majority of them are ordinary bank robberies, murders, burglaries, 
and thefts. 


PORTUGAL 


Recently, Prime Minister Salazar, in submitting the Atlantic Pact to an extra- 
ordinary session of the Portuguese National Assembly for ratification, delivered a 
scholarly and analyticel specch, carefully enumerating the main points of Portugal's 
present foreign policy and his basic reasons for adhering to the Pact. The chief 
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determinant in the forming of international political policies, according to 

Salazar, is the Russian Communist threat to Western Civilization. "Portugal, one of 
the outstanding propagators of Western culture and Christianity throughout the years, 
deems its adherence to the Pact a logical fulfillment of its historical mission." 

In conclusion, Salazar said that Spain should have been included in the Pact on the 
basis of geographical and strategic considerations, her eventual military contribu- 
tions, and the inevitability of joint Luso-Spenish action in case of an emergency. 
The Pact was ratified by a vote of 80 to 3, the dissenting votes being indications 

of objection to Spain's exclusion from the alliance. 


In spite of continued official communiques, assuring a surplus of ordinary 
reccipts over expenditures in the 1948 fiscal budgetary report, the last foreign 
trace figures published by the government for January, 1949, show a sharp slump in 
exoorts accompanied by a sonewhat lesser decline in imports as compared with 1948 
levols. Authoritative sources indicate that the January trend has continued during 
the first quarter of 1949, with imports falling off as much as 30% compared with the 
1942 figures, and with a 40% drop reported in exports. These decreases in trade 
volume have largely been caused dy the tightenins of government controls. 


For several months now the Portuguese people have been subjected to a barrage 
of favorable trade figures, (11 last year's), and official reassurances of economic 


stability, while British, American, and Brazilinn newsnaper correspondents and 


observers have repeatedly divulged rumors of fintncial shaisiness in numerous indus- 
trial and business enterprises constituting important segments of Portugal's 
economic life. Even some of the Luso-American journals, usually quite faithful in 
their distribution of official Salazarian propaganda, hove talcen note of this trend. 
Besides the decline in the fishing and cork industries (Hispanic World Report, 

Yol. II, No. 8) the other traditional Portuguese trade activity, the Port wine 
industry, is now almost cxtinct. ‘The cost of producing the wine is competitively 
prohibitive in the world market. England, formerly a valuable market for Port wine, 
has slashed its imports of the product. The American government has made matters 
worse by imposing a heavy tariff upon all wine imports, thereby virtually elimina- 
ting another big market. 


The only official acts tending to confirm these rumors are the monthly announce- 
ments of new import restrictions, the latest being the complete suspension of all 
lubricating oil imports, (an average of 20,974 metric tons, 90% of which came from 
the United States), and the sisning of what secm to be emergency trade agreements. 
The latest agreement, similnr to the one recently made with Bizonia, was with the 
8 government for commercinl exchange valued at 30 million crowns (1 crown = 
$.20). 


Portugal and Spain have signed a trial accord intended to regulate the export 
price of certain commodities. Minimum export prices have been set for canned fish, 
wines, turpentine, rosin, fruit, wolfram, and common type cork. The accord provides 
for the suspension of exports of the commidity if it is sold at price levels lower 
than those agreed upon. very month representatives of both governments will meet 


to adjust the minimum price levels. 


The official report on the nation's food production adds another pessimistic 
note to the Portuguese economic picture. The 1948-1949 fiscal year was the driest 
end hottest ever experienced in Portuguese recorded history. There have been drops 
in the production of ricco, beals, corn, and potatoes anounting to as much as 25% of 
last year's production. Nature was not solely responsitle for the low production 
figures; the extremely low price of potatoes and rice also tended to discourage 
planting. 
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On the bright side of the news from Portugal are the glowing production reports 
from Angola and Mozambique, particularly coffee and the newly discovered manganese 
denosits, all of which may be slightly exagrerated and designed as morale builders 
for the harried citizens of the Lusitanian motherian?. In line with the policy of 
strengthening Luso-South African relations, at the roquest of South African Prine 
Minister Malan, Commander Gabricl Teixeira, Governor Genoral of Mozambique, paid a 
state visit to Pretoria. Arrangements were made for the holding of several confcr- 
ences between the two governments in Johannesburg to solve pressing transport 
problems. The Portugucse government has been having monthly confcrences of this 
type with the South African govornnent for almost a year, but there have been no 
naterial results bcyond a great deal of propagandu coming from both Lisbon and 
Johannesburg About in Africn. 


MEXICO 


The National Hlectornl College of Mexico, composed of selected members of the 
chambers of denuties, met during the last two weeks of August to verify the election 
of deputies to the 41st Congress, which will open September 1. Tentative results 
indicate that the 147 members of the chamber of deputies will include 55 lawyers, 

7 engineers, 6 military mon, 5 doctors, 7 professors, ond 67 members with unspeci- 
fied professions. Twenty-four ncmbers will return to office for the second or third 
time. The Partido Accion National will have four members in the 41st Congress--the 
sane number it had in the 40th Congress. There is sone possibility that the 
Slectoral College will rule favorably in the ce rse of the contested election of one 
member of the Partido Popular. The Partido Revolucionario Institutional expects to 
have 137 deputies approved. Tcofilo Borunda, deputy from the district of Ciudad 
Judrez, Chihuahua, has served two terms in the chamber and has been mentioned for 
the appointment as majority londer. 


Another Congress, the Commmnist dominated Pro-Peace Congress (Congreso conti- 
nental americano por ln paz) will meet in Mexico City from September 5 to 10. The 
letter of convocation calling all institutions ond individuals in favor of peace 
from Alas! to Patagonia was signed by the Scerctary-General of the Congress, Dr. 
Mmrique Gonzalez Martinez, founding member of the National College of Mexico, and 
by a long list of notables from all ports of Hispanic America. Heading the list of 
signatures from Mexico were the names of Dr. Alfonso Caso, President of the Indian 
Institute; Vicente Lombardo Tolcdano, President of the Confederation of Latin 
American Workers (CTAL; Dr. Iuis Garrido, Rector of the National University; Dr. 
Jesus Silva Herzog, the econonist; Martin Luis Guzmin, writer and editor; Diego 
Rivera and Alfaro Siqueiros, artists; Emilio Ferndndez, movie director; and the 
maverick politician, Worciso Bassols. The list of U. S. sponsors was headed by 
Henry Wallace, Thomas Mann, Waldo Frank, and Dorothy Parker. In general, the call 
denounced "World War provokers....who have initiated an uncontrolled armament race 
which already affects many nations, hove imposed unbcarnble war assessments on the 
people, have ignored national sovereigntics, have organized military blocs, have 
aggravated the economic condition of the masses and have broken democratic princi- 
3 ples hitherto held as sacred." The people of Americn were called to help maintain 

peace in the Western hemisphere as the noblest service to the world. The so-called 
i "reactionary" papers of Mexico (Excelsior, Novedades) said tht the organizing nen- 
bers of the pro-pence Congress wore cager to attain a pax sovictica and called them 
ngents of Moscow, Communist plotters, otc. Dr. Fernando Ortiz, from Cuba, said 
that "All men want peace, not a soviet peace, nor an Anglo-North American peace, 
nor much less a Vatican peace, but a human peace." 
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It was with some national satisfaction that Mexican health authorities, who 
have always been fenrful of poliomyelitis from tne U. S., suddenly established 
vorder controls in an atterpt to keep polio infection out of Mexico. The health 
authorities decreed that henceforth every U. S. tourist wishing to enter Mexico 
would be required to have a medical certificate stating that he had not been 
exposed to a person having infantile paralysis. The Mexican braceros who are 
roturning to Mexico have also been included in the new controls. They are required 
by the Mexican government to procure the printed instructions provided for them by 
the Mexican consuls in the United States. These instructions recommend a 30-day 
procedure to be followod by the bracero on his return to Mexico. The instructions 
require hin to 1) abstain from eating in company with children; 2) keep his enting 
utensils and personal clothing separate; 3) bathe sevarately; 4) kiss or caress 
no one, and not to play or slecn with children; 5) speat to no child who is closer 
than six feet; 6) handle no food destined for someone else, especially milk and 
its derivatives; 7) observe risorously ond scrupulously all rules of hygiene. At 
least one bracero in the United States admititcd the rules to be, on the whole, well 
meaning, but he could foresee the impracticability of some of them. On the ground 
that children can, unknowingly, be carriers of poliomyelitis, some critics condemned 
the project by the newspaper Excelsior to select 50 children of Mexican origin from 
the U. Se to live with Mexican familics in Mexico City. Nevertheless, the childron 
arrived in Mexico City on August 29. 


On August 2, detailed regulations were issucd covering the production, importa- 
tion, transportation, pasteurization, and selling of milk in the Mexican federal 
district, territories, and federal zones. The new milk law goes into effect within 
30 to 90 days, depending on the area, and established a list of schedules which will 
be effective according to individual circumstances with most time being allowed 
where extensive procurement of now equipment is necessary to comply with the new 
lav. After a year no non-pasteurized milk is to be offered for sale in any area 
mentioned in the law. 


Mexico, which has been a leader in Hispanic American agrarian reform, is 
looking forward with interest to the first Inter-American Congress of Farmers and 
Agriculturalists, which is to meet during the latter part of September. Agricul- 
tural experts will attend from all over America, and every aspect of rural life and 
the various means of land utilization will be discussed. 


Diego Rivera, dean of Mexican painters, figured prominently in the news last 
month, not only because he announced that he would divorce his wife, Frida Kahlo, 
to whom he willed nearly all his worldly possessions (except his studio and his 
archeological collection which goes to the Mexican nation), but because of the 
exposition of his paintings in the national Palace of Fine Arts, where 3,000 visi- 
tors daily viewed the best works of his 50 years of painting. Representative 
sclections from the various periods of Rivera's art were shown in the different 
rooms of the Palace. Enlarged photographs of Rivera's most important works, his 
mrals, were on display. 


Plans for a iuropean trade drive on a barter basis are being napped by 
President Miguel Aleman and leading bankers an? industrialists of the country. At 
present, conditions seem favorable for Mexico to exchange cotton, hard fibers, 
dehydrated fruits, cocoa beans, and certain metals and minerals, for Suropean prod- 
ucts which can be easily absorbed on the Mexican market, such as low-priced 
automobiles and machinery from France, hops from Cacchoslovakia for the important 
a industry, and an assortment of products from Ingland, Belgium, Italy, and 

pain, 


: 
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A trade treaty with Great Britain is being prepared which reportedly will 
involve the sale of Mexican food products (primarily meat) and the purchase of 
machinery, bicycles, cars, and hardware from the United Kingdom. The agreements 
will be on a strict "pound-peso" basis, both countries being desperately short of 
dollars. There will be no bartering, and neither country will make definite commit- 
monts for the amounts to be sold. 


As a result of the 10¢ per liter increase in the price of gasoline, brought 
about by the devaluation of the peso and its consequent economic disturbances to the 
motor transport industry, the Department of Communications and Public Works has 
found it necessary, "complying with presidential instructions," to authorize an 
increase of 15% in rates on transportation by motor of products whose "economic 
importance" will absorb the extra expense. However, expressly excluded from the 
increase are products of primary necessity. Passenger fare increases include 3/4 
centavo per passenger-mile for first-class and 1/2 centavo for those second class 
bus lines. 


Results already obtained give great promise for Mexico's long-range corn- 
breeding program, instituted in 1944 by the Rockefeller Foundation in cooperation 
with the Mexican Corn Commission. Of the total 1948 crop of 111 million bushels, 
the hybrid and other improved varictics produced 9 million bushels. The 1948 crop 
was well above the 1947 harvest of 99 million bushels and the pre-war yearly average 
of 68 million bushels, which never mct the repudlic's demand. The improved secd is 
planted by reputable farmers, working under contract to the commission, in ficlds 
isolated from other corn varicties. The Rockefeller Foundation is sponsoring simi- 
lar programs for wheat, beans, soy beans, and grain sorghums. 


Despite the stabilization of the peso on June 18, the flight of capital from 
Mexico has not been substantially reduced. However, the fact that the peso~-dollar 
rate has been maintained at the now parity should stimulate confidence among foreign 
investors, particularly from the United States. With approximately $130 million in 
gold, silver, and dollars in the central reserve, of which more than $40 million 
represents credits from tho U. S. Treasury and the International Monotary Fund, 
Mexico's resources appear adequate to meet the probable deficiencies in export 
enrnings (Hispanic World Report, Vol. II, No. 7). Nevertheless, the slowness of 
the return of capital to Mexico and the failure of the more stringent impurt con- 
trols is to bring the unfavorable balance of payments situation nearer a solution 
are unlikely to be noticeably remedied until the probability of wide fluctuation in 
both the political and cconomic conditions disappears. 


Notwithstanding the lack of encouragement to forcign investment, interest in 
Mexican oil is still very alive, .xlthough some experts believe time is working 
against the government-controlled oil industry, cespecinlly now that attention has 
doen diverted from Moxico by the discovery of Canada's oil-rich Alberta Synclino. 
Though the lack of dollars necossary for 2 huge expansion and modernization program 
is 2 retarding factor in Mexico, some petrolcum authorities believe the present state 
of affairs would probably exist if money were no object, since PEMEX, they assert, 
is not qualificd to embark on ventures involving great risk because of inherent 
burcaucratic limitations. Nevertheless, they foel that the "rapid devclopment of 
exportable oil is vital to Mexico's economic stabilization." 


For the first time in 12 months, Mexico's foreign trade balance emerged from 
the red last May when exports totaled 322,400,000 nesos as compared with 313,100,000 
besos of imports. Theso figures are not cons dered a trend by importers and 
exporters in Mexico City, who cautiously state that they hope the proportion will 
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continue "and maybe improve." A special committee working under the Department of 
National Economy is studying the manufacture of machinery in the country in an 
attempt to curb as much as possible all imports of machinery and parts which can be 
produced in Mexico. 


In the face of sharp criticism, the Treasury Department lifted all zone import 

controls for a trial period of 90 days, once again permitting the free zones unlim- 
ted trading with the United States. The unexpected removal of restrictions applies 
only to the border towns of Tijunna, Matamoros, Mexicali, Ciudad Judrez, Nogales, 
Nuevo Laredo, and Agua Pricta, where free trading was permitted for years prior to 
the recent ban. Imports destined for Mexico City and other interior points still 
come under the sweeping customs regulations which prohibit entry of approximately 
1,000 manufactured articles. Treasury Minister Ramén Betcta announced the Tronsury 
will check the results of the trial period carofully. If it proves that commerce is 
nided by lifting the restrictions, the border free-zone system will be continued. 


Agriculture Minister Nezario Ortiz Garcfa states that the "dcfinite success" of 
the first major cotton plantings in the vast ogricultural area of San Luis Potosi, 
Tomaulipas, and Veracruz points the way to immediate cultivation of cotton in these 
areas on a "huge scnle." Sefior Garcfa predicts that the cultivation of corn and 
cotton in this region "will assure it a greater glory and financial return than the 
exploitation of the coast's pctrolcum resources." Irrigation, however, is still a 
najor problem for Mexico's cotton farmers, as 2 groat part of the gulf coast land to 
be planted cannot support heavy crops without a large and expensive irrigation sys- 
tom still in the blueprint stage. 


Winning its long battle to become self-sufficicnt in basic food production, 
Mexico is liquidating the war-born, ten-ycar old government purchasing agoncy, 
Nacional Reguladora y Distribuidora. The agency, bitterly opposed by private mer- 
chants, will be discontinued in October or Novomber, lcaving the now, semi-official 
dxport Import Corporation as heir to some of its functions. The only basic food 
which Mexico still does not produce in quantitics large enough to meet its own needs 
is wheat, the national consumption of which has increased at a greater rate than 
that of industrinlization. Noeverthcless, corn is still the basis of the Mexican 
dict. 


One hundred fifty-six tons of Portuguese olive trees and cuttings have arrived 
in Mexico, to be planted in the central Mexican states of Jalisco, Michoacan, and 
Hidalgo. Agricultural experts believe the climate and soil are ideal in this region 
for olive cultivation which, if successful, might greatly benefit the republic's 
fishing industry. Mexican canned fish is presently being packed in tomato sauce 
because of the scarcity of olive oil. 


More rigid control of commercially vital sulphur is being planned by the govern- 
nent in order "to keep pace with the many advances in mining technique." Placing 
sulphur under the same restrictions governing the exploitation of other mineral 
resources, the government shortened the length of mining permits from 99 to 20 years, 
linited concessions to areas smaller than 1,000 hectares, and imposed a land rental 
to the government of 6% of the value of the sulphur mined. 


The student strike declared in all college-level institutions as a result of 
the killing of two university men by Federal Troops in Morelia, Michoacan, during 
Student denonstrations agninst the construction of a stadium, was called off as the 
Striking eroups placed the problem in the hands of President Alcnan who promised 
that justice would be done (Hispanic World Report, Vol. II, No. 8). The students 
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nad demanded the resignation of authorities in Michoacdn, punishment for Governor 
Mendoza Pardo, pensions for dopendents of the two dead students, a presidential dec- 
laration condemning the arny's intervention in student affairs, and an increase in 
financial aid to the University of Morelia, scone of the disturbances. President 
Alendn lamented the events procipitating the strike and observed that this was the 
first tine during his adninistration that Federal Troops had intervened in student 
actionse He also stated that he was certain there was no functionary in his govern- 
nont who harbored ill-feeling against the youth of the nation, which, he added, 
sonetines failed to restrain its passions. "In national political affairs," he said, 
"one must be cautious." 


CENTRAL AMERICA AND PANAMA 
GUATEMALA 


Political calm has apparently been restored in Guatemala aftcr the suppression 
of last month's revolt, but constitutional guarantecs are still suspended. The 
government has cautiously permitted some of the country's leading newspapers, 
including La Hora and 3&1 Imparcial,to resume publication, but under strict censor- 
ship. The capital's radio stations are still closed, and only the "Voice of America" 
and "Voice of Central America" broadcasts are authorized. President Arévalo has 
announced that other newspapers will be allowed to resume opcrations at some future 
date, when the political situation becomes stabilized. 


As a result of negotiations by the govornment of Hl Salvador, thirteen revolu- 
tionaries, who had taken rofuge in the Salvadorean Embassy, wore granted safcconducts 
by the Guatemalan government, and were flown to San Salvador in an army plane. Most 
important among these wore Mario Méndez Montenegro, former mayor of Guatemala City, 
and Colonel Jorge Barrios Salares, the leadors of the short-lived revolt. The Papal 
Nuncio is acting as intermediary in the negotiations between Colombia and Guatemala 
for the granting of safcconducts to the refugees still remaining in the Colombian 
Embassy. 


On August 18, members of the cabinet offcrod thoir resignations to 
President Juan Jose Arévalo, who promptly acceptod them. Long-time Foreign Minister 
snrique Mufioz Meany was replaced by Ismacl Gonzdlcz Arcvalo, present ambassador to 
the United States. This change was not entircly unexpected, since the country's 
forcign policy has not prospored too well recently, particularly in the Belize 
question, Howevor, Mufoz Moany insists that his departure from the cabinet was not 
duc to political reasons, and that ho expects that Arévalo, who has been a personal 
friend for 20 years, will carry on the same policiess Other changes include the 
replacing of Jorge Matheu in the Ministry of Agriculture by Francisco Guerra Morales, 
present Ambassador to Brazil, and of Oscar Barrios Castillo in the Ministry of 
Finance by Alfonso Padilla. Dr. Victor Giordani was appointed Minister of Public 
Health and Welfare. 


EL SALVADOR 


21 Salvador has been relatively free from revolutionary activity since the over- 
throw of dictator General Salvador Castaneda Castro in December, 1948. However, the 
government announced early this month that a revolutionary plot had been suppressed 
end its leaders arrested. Details have not yet been released, and a spokesman 
Stated that the plot itself had not been reported oarlier in order not to complicate 


its investigation. There is apparently no evidence of the involvement of the former 
dictator, although he is being kept under heavy guard in the Military Hospital, where 
he is being treated for an oye discése. 


The government has issued a decree outlawing Communism, and has also declared 
illegal any political parties which have religious affiliations, which receive 
foreign aid, or which are organized on the basis of "sex or class." No partics were 
named, but the decree was apparently aimed at Catholic Action groups and the parties 
which have been accused in the past of receiving financial assistance from the 
United Fruit, and other foreign companies. With these exceptions, the law "recog- 
nizes" and "guarantees" the right of citizens to form political parties. 


The country's economic program appears to be prosperinge In addition to the 
other developments announced in the last few months, the government has invited Dr. 
Rafael Pico, head of the Planning Board of Puerto Rico, to draw up the necessary 
legislation for a vast project of public housing and city planning for the city of 
San Salvador. The largest coffee crop (156,000 tons) in the country's history has 
just been sold for a record price of $46 million. 


HONDURAS 


With the announced purpose of promoting the cultural evolution of the country 
and improving the work of the press, @ group of prominent Honduran journalists and 
authors this month formed the Honduran Press Association. The president of the 
republic, Dr. Juan Manuel Gdlvez, addressing the opening meeting of the new associa- 
tion, stated that the press, often called the fourth estate could well become the 
first, if conducted on a plane of honesty, knowledge, culture, and patriotism; or in 
any case, it could be the best guide for the other three. The Honduran press, appar- 
ently free from government domination, has, neverthcless, along with other democratic 
groups, given full support to the government of President Gdlvez. 


The industrial projects recently announced by the government have been approved 
by the convention of the Chambers of Commerce of Honduras, but this body recommended 
that priority be given to the development of agriculture, as a foundation for the 
industrial development of the country. It also stated that prior to undertaking 
— projects, the taxation system should be reformed and a national bank estab- 

ished. 


NICARAGUA 


To combat the sharp economic crisis in Nicaragua, the government is reducing 
costs in all of its administrative branches. This measure was taken in fulfillment 
of conditions established by the International Monetary Fund as prerequisites to the 
6ranting of a loan, which Nicaragua badly wants. The government had previously made 
fund} ing attempts to reduce exponses, but positive action was not taken until the 
Fund sent a commission to the country to sec if its recommendations were being car- 
ricd out. The woll known economist, Dr. Leon Debayle, has accepted the office of 
Ministor of Finance, on the condition that he be given absolute freedom to discharge 


public employees and slash costs. 


As a result of the political agreements recently ratified in Tegucigalpa (His- 
panic World Report, Vol. II, No. 8), the government is considering calling a new 
Constituent assembly to revise the constitution of August, 1947. The chief purpose 
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of this is to permit presidential elections at an earlicr date than that set in the 
present charter. War Minister Somoza, anxious to resume the presidency, is reputcdly 
behind the movc. 


COSTA RICA 


The political situation in Costa Rica is becoming increasingly muddled. Last 
nonth, Junta president José Figueres announced that he would resign from the presi- 
dency to become a candidate for vice-president in the October elections. The 
electoral commission, however, informed Figueres that it would accept his candidacy 
only if he resigned completely from the government, as his membership in the Junta 
would give him an unfair advantage. Figueres then stated that that he would with- 
draw completely from the coming clections, if he were assured that the new Congress 
would not put any obstacles in the way of his becoming president in 1953. President- 
elect Otilio Ulate has recently criticized Figueres severely, but a spokesman for 
the latter declared that he was sure that Ulate would not want to invoke "academic 
and technical" reasons to prevont his candidacy in 1953. As yet, no definite 
decision has been made, and the situation, which contains many explosive elements, 
grows more tense as the date of the clections draws near. Costa Rica's Communists 
have been showing increased signs of activity, and fears have been expressed that 
they will take advantage of the political unrest to attempt to sabotage the 
elections. 


Delegates from all the Latin American countries, as well as from France, the 
Netherlands, and the United Kingdom are attending the sessions of the conference of 
the U. N. Food and Agriculture Organization, now being held in Turrialba, Costa Rica, 
The purpose of the sessions, which will last until September 2, is to discuss ways 
of improving the conditions of rural peoples. 


PANAMA 


Death claimed ailing, 74 year-old President Domingo Diaz Arosemena on August 23. 
He had been hospitalized since last July 5, suffering from heart disease, and had 
turned over his office to the first vice-president, Dr. Daniel Chanis, Jr., on July 
23 (Hisvanic World Report, Vol. II, No. 8). Dr. Chanis now becomes president until 
October, 1952. While President Diaz wns still alive, Dr. Chanis had taken few posi- 
tive actions, but he had begun to show signs of independent thinking, including 
sending a decree to the National Assembly lifting the state of siege which has 
existed since the Easter rebellion, even though this measure was opposed by some 
officials. He is also reported to be considering an amnesty for all political pris- 
oners, including former President Arnulfo Arias, now being held in the Cdrcel Modelo. 
On August 25, all members of the cabinet resigned. While this was partly due to the 
custom of allowing a new president to form his own cabinct, it has become 
increasingly apparent during the last month that some of the cabinet members were 
not in agreement with Dr. Chanis! policies, and would not accept reappointment. 


The government is taking the preliminary steps to apply for a loan of approxi- 
matcly $40 million from some U. S. agency. The loan, if granted, is to be used to 
build a water ane sewage system in the suburbs of Panama City. Unexpected 
assistance came to the government's shaky budget recently, whon Argentina generously 
offored to donate to Panama all the costly equipment necessary for the completion of 
the multi-million dollar tuborculosis hospital, now boing built at La Chorrora, some 
20 miles from Panama City. 
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GRAN COLOMBIA 
VENEZUELA 


Lt. General Matthew B. Ridgeway, Commander of the United States Caribbean 
Military Arca, visited Venezuela by request of its governmont to inspect military 
installations in Caracas and vicinity. From Caracas he went to Maracaibo to attend 
the 350th anniversary of the discovery of the lake and gulf of Maracaibo by Alonzo 
de Ojeda. 


Miners and exporters of gold believe that the present critical situation in the 
mining of gold can be alleviated by increasing exports. Representatives of the 
Guayana Mines, principal Canadian mining company in VeneZucla, which produces about 
1,000 ounces weekly of that precious metal, explained that the limited Venezuelan 
market and government restrictions caused the present crisis. Jewelers and traders 
are in favor of lifting the bans on gold. The government officials stated that this 
cannot be done, since Vcnezucla signed the agrecment with the World Monetary Fund 
that limits the exploitation of gold either in bullion or in jewels. Long before 
the foundation of the World Monetary Fund, the gold industry was on the decline, as 
indicated by the closing up of five mines because of the lack of demand for gold. 
These five mines formerly produced 6,000 ounces monthly. 


Venezuela can count on ten years of prospcority. The deposits of petroleun 
will run out by 1959. Such is the unpleasant news from an unpublished report by 
the Treasury Department in Caracas, according to dispatches from Colombia. In this 
ten-year period, Venezuela has to build up an independent and solid economy upon 
some source of revenue other than petroleum. It is feared that unless Venezuela 
finds another basis of income, bankruptcy is inevitable. Three suggestions have 
been offered for avoiding financial failure: (1) Build up gold reserves; (2) Develop 
industry and agriculture; (3) Control imports to save dollars. These steps would 
be indispensable even if Venezuelan economy did not depend on oil. However, predic- 
tions in mineral reports by ir. Joscph C. Poguc, vice-president of Chase National 
Bank of New York, as to how long the oil reserves in VeneZucla will last are some- 
what different. According to the report, Oil in Venezuela, just published by Hr. 
Pogue, Venezuela has 9.5 billion barrels of oil. Keeping in mind that in the last 
20 years of exploitation 4.5 billion. barrels have been extracted, the conclusion 
could be made that at that rate Venezuela has enough oil to last for 40 years. Mr. 
Pogue should be in a position to know the true state of affairs since the Chase 
National Bank is connected with the Rockefeller financial interests which in turn 
control the Creole Petroleum Corporation, the most powerful oil company operating 
in Venezucla. 


Venezuela-United States trade is expected to continue in the near future at 
the high levels achieved in the early part of the year, according to American trade 
sources. Despite reports, as yet uncorroborated, of a decline in Venezuclan oil 
operations, from which 80 to 90 per cent of the country's exports are secured, the 
dollar situation was said to have improved substantially. One banker estimated that 
the Venezuelan dollar reserves rose $36 million from January through July, bringing 
the present total dollar exchange and gold reserve to about $300 million. United 
States exports to Venezuela during the first five months of the year increased 
nearly $36 million above the same period last year, rising from $209.8 million to 
$245.6 million. Imports from Venezucla declined by a relatively small amount fron 
$111.7 nillion in the first five months of 1948 to $111.6 million in the same © 
Period this year. Venezucla's exchange position has been bolstered however by 
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large dollar purchases by Buropean nations under the Marshall Plan. The only defi- 
nite indication of a possible skowdown in Venezuela's imports from the United States, 
is the increase in merchandise stocks within the country which might reduce tho need 
of imports. There is little likelihood, nevertheless, of an imposition of oxchango 
controls or & broadening of the prosent import: restrictions in the near future. 


COLOMBIA 


It has been proposed by a well-lmown lawyer residing in Botogd that the 
national constitution be modified in order to allow the simultancous election of 
four presidents and vice-prosidents. According to the proposal, each political 
party, up to a maximum of four, would sponsor a presidential and vicc-presidential 
candidate, each one serving one year in his respective office in the order of the 
nuniber of votes received. In addition, these four presidents and vice-presidents 
would constitute a body known as the Supreme Government Council. This change in the 
constitution, according to the sponsor, would climinate to a great extent the politi- 
cal tensions prevalent in the country. 


There have been many heated debates in Congress over the proposed change in the 
electoral laws. The Liberals want to advance the date of the presidential election 
(normally set for June 29, 1950) to Noveriber 27, 1949, and the Conservatives are 
just as strongly opposed. The latter have even gone so far as to state that if the 
new law were passed, the government would decree a state of siege, thus suspending 
any election. Government officials, however, were close-lipped in declaring their 
opinions, but the Minister of War stated that he oxpected to serve in his capacity 
until July, 1950, and would obey the orders of his Commander in Chief, the President. 


The House of Representatives, however, approved a bill changing these dates. 
The President immediately declarcd the now law would be unconstitutional, and other 
sources predicted that even if it should pass the Senatc, delays there would invali- 
date it by causing it to conflict with already existing electoral laws, one of which 
states that electoral officials must be appointed at least 50 days prior to the 
election. 


Debate between Liberals and Conservatives over the impending election bill 
became so heated at one time that members of Congress got out of control and started 
throwing ashtrays, inkwells, and books at cach other. This incident led prominent 
business men and civic leaders to begin a national movenent for the purpose of clini- 
nating from the political scone the bitterness and violence which it is feared may 
lead to a general uprising. Groups of women in all levels of society organized a 
demonstration parade, and the Archbishop of Bogota sent a pastoral to all clerics 
requesting that they use this theme in their sermons. 


The Minister of the Interior declared that the government has not considered 
the possibility of declaring a state of siege. He added that, although there are 
nujerous rumors of a possible uprising in Bototd due to political tyranny, any such 
uprising would be quickly put down by the armed forces. 


The Minister of Commerce is engaged in a series of conferences with Colombian 
rubber companies for the purpose of increasing both the production and the process- 
ing of rubber. A number of plantations are now being developed on the Goajira 
peninsula, It is expected that an agreement will be reached by which domestic 
Companies will absorb the entire output of raw rubber at prices to be established by 
the government. 
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The World Bank granted a loan of $5 million for the purpose of buying agricul- 
tural machinery and equipment. The loan is to run for seven years at the rate of 
14 and is guaranteed by the government of Colombia. With this money, Colombia 
hopes to purchase enough machinery to develop her agricultural resources to the 
point where it will not be necessary to import basic commodities. 


Business conditions in Colombia were relatively stable, the Stock Exchange 
reporting that an average of the leading stocks end bonds showed a slight increase 
during the month. Industries are firm and the balance of international payments 
shovs 4 surplus. On the other hand, land in the commercial areas is now being sold 
at an average of 700 pesos por square yard as contrasted with an average of 1200 
pesos three years ago. 


With the aid of the navy and air forces, the government is attempting to stamp 
out smuggling along the Venezucla~Colombia border in the Goajira area. Previously, 
the illicit activities were so great that the local authoritios and customs agents 
were unable to cope with the situation. 


The radio broadcasting industry in Colombia is perturbed over the fact that 
their Congress has not ratified the international pact drawn up by the International 
Union of Telecommunications, held recently in Atlantic City. Colombian broadcasters 
expect to obtain many advantages from this pact and wish it ratified so they can 
send a delegate to the next conference to be held in Geneva. 


ECUADOR 


Several thousand persons were killed and over 100,000 left homeless as the 
result of a destructive earthquake that rocked the mountainous area of icuador south 
of Quito. Every city, town and village within a fifty mile radius of the epicenter 
(about 100 miles south of Quito) was: partially or totally destroyed. Three cities, 
Pelileo, Patate, and Pillaro, totalling some 12,000 people, were wiped from the map. 
In Pelileo, only 300 out of 3,500 survived, Patate had over 1,000 dead, and Ambato, 
the third largest city in Ecuador, with a population of 50,000, was estimated to 
have lost about 500. Altogether, over 50 cities, towns, and villages in the area, 
comprising some 300,000 inhabitants, were destroyed to some degree. Pillaro, how- 
ever, although totally destroyed, suffered less than 50 deaths. Casualties in the 
other towns were also rolatively light. 


The earthquake, one of the most potent to strike anywhere on the globe, was 
estimated by seismologists to have an intonsity of 7.5, a figure based on the 
Gutcmburg scale running from one to ten, in which ton represont total dostruction. 
As a comparison, the carthquako in Santo Domingo in 1946 was rated at 8.5, as was 
the one off the coast of Colombia in 1906 and that in China in 1911. The San 
Francisco earthquake of 1906 was rated at 7, the city having suffered more damage 


from fire than anything else. 


The earthquake added more confusion by shifting mountains and hills to such an 
extent that rivers were divertcd from their course, creating flood hazards in some 
areas. Due to the mountainous terrain and the complete destruction of means of com- 
munication, it was almost impossible to estimate accurately the casualties, and air- 
planes had to be employed to reach many areas. A plane owned by the Shell Oil 
Com any crashed, resulting in the death of 34 persons, all employees of the company. 
They were travelling to Ambato to seek information concerning their families living 
in that city. 
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Food supplies in the stricken area were critically low in spite of the large 
quantities usually kept on hand by the various oil companies operating there. Plans 
were made to fly in the necessary supplies, and the United States Air Forces at 
Panama offered the use of 40 cargo planes. In addition, an enormous quantity of 
Arny field tents were turned over to the Ecuadorean relief agencies to house tempo- 
rarily the more than 100,000 homeless. In tho midst of all this tragedy, another 
ca:.thquake of light intensity struck, causing additional panic. Various Indian 
tribes added to the confusion by attacking groups of search parties and rescuo 
workers. Further investigation showed that two more towns, Quero and Paillitas, 
were completely buricd, tho former covered by a newly formed lake created by theo 
diversion of the Patate rivor. 


One week @fter the carthquake, Ecu@dor solemnly observed its independence day, 
the national flag flying at half mast. President Galo Plaza, who had personally 
visited the destroyed arcas, stated that the towns would be rebuilt as quickly as 
possible, and asked for aid from Ecuador's sistor republics in order to accomplish 
this aim. A special Reconstruction Commission was established, under the direct 
supervision of the President, for the exclusive purpose of rehabilitating the devas- 
tated zone. Subscriptions of money and clothes ‘were donated from all parts of the 
Western Hemisphore and are now in the process of being collectcd and delivered. The 
President has requested Congress to impose aseries of special taxos on luxury items 
in order to raise money for reconstruction. 


PACIFIC COAST REPUBLICS 
PERU 


A commercial and financial agreement between Peru and Argentina was signed in 
Lima on August 24, after 19 days of negotiations. The pact permits importers from 
each country to acquire goods from the other to the value of 55 million pesos. 

While the amount involved is relatively small, about equal to that of Peru's total 
imports for one month at present, the aggregate of these bilateral agreements which 
involve no dollars is extremely significant to the hard-prossed Latin American ccono- 
mies. Peru will recoive meat, dairy cattle, fats and oils, grains, and manufactured 
products from Argentina and will furnish cotton, crude oil, coal, lead, copper, 
cement, and other such products. Peru's acquisitions of wheat will be delivered in 
bi-monthly quotas and the chilled beef contract runs for five years. 


The government reportedly has finally acccded to domands of the metal produc- 
ers and is turning ovor to thom at the regular rate of oxchange 100% of the dollars 
received for thoir products. The government formerly rotaincd most of this exchange 
for purposes of manipulation and made considerable profit on the transactions. In 
the non-dollar area Poru!'s stability is indicated by the announcement that sterling 
vas a "surplus money" meaning that the trade balance in tho sterling area was favor- 
able. Pcru's contentment wes not shared by the South American Journal of London, 
which commented that Peru's presont fictitious system of exchange cannot last much 
longer and should be replaced by a more realistic rate. 


Reports just relcasod by the U. S. Department of Commerce show that in spite of 
political tension and uphcavol and constant government intorferonce with prices and 
exchange, 1948 was a good ycar cconomically for Peru. Zxports roached an all tine 
high, while production marks in sugar, ricc, potroloun, textiles, silver goods, 
chemicals, and paper wore most encouraging. Most metals dropped slightly, except 
tin and gold, production of which increased somewhat. 
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Ono of tho warmest diplomatic squabbles of recent years was touched off by the 
announcement on August 15, by the Cuban charge d'affaires, Alberto Espinosa, that 
Aprista deputies Fernando Ledn de Vivero and Pedro Mufiz had fled the Cuban Embassy 
after having obtained asylum there last December. Accusations and denials flew 
thick and fast and culminated in the decision of the Peruvian government to bdrealc 
off relations with Cuba. Peruvian officials charged that members of the Cuban 
enbassy staff had cooperated actively in the escape by furnishing false passports 
and by spiriting the fugitives away in the luggage compartment of the embassy car. 
The Cubans denied any such actions, but claim they would have been justified by the 
Peruvian refusal to issue safe~conduct passes for the mon. The escapees, after 
reaching Havana by plane, declared they had not been aided by the Cubans in any way 
but had simply mingled with a group of people leaving the building, and had then 
made their way from Peru on foot, on horsebacit, by canoe, automobile, and finally 
by airplane to Ecuador, Panama, and Cuba. 


The right of asylum is well established in "Latin America international law" 
and in Pan American agrcemonts, some of which have bcen signed by both Perm and 
Cubae Cuba bases her stand on the agreements which give the government granting 
asylum the right to determine the eligibility of the rofugee and to demand roason- 
ably quick granting of permission to leave the country. Peru has insisted on its 
right to classify the mon as common: criminals rather than political refugees. 
Peru's position has little support among tho other Latin American nations since it 
effectively destroys tho practice of asylum. That is why Porw has refused Cuba's 
request to present the case to the Organization of Amcrican States, preferring that 
it go before the Hague tribunal. 


BOLIVIA 


Early in the month Bolivia's acting president, Mamerto Urriolagoitia, addressed 
the Congress stating his opposition to a proposal for the nationalization of the 
mining industry and also sounded a warning against revolutionary conspiracies. A 
few days later, the government announced officially that it had uncovered a revolu- 
tionary plot engineered by the neo-Fascist Movimiento Nacional Revolucionario 
(il.NeR.), the extreme leftist Partido Obrero Revolucionario, and a new political 
nuisance, the "Radepa," a sccret army officers! organization. Five leaders of the 
plot were arrested and a quantity of arms confiscated. This energetic action in 
La Paz probably saved the city from being involved in subsequent bloody events. 


In other parts of the country, evidences of unrest and lack of order were 
obvious. In an obscure section of Potosf province, a Canadian missionary, Norman 
Dabbs, was assassinated along with 11 others. All seemed to be quiet for a little 
over 2 weeks, then on August 27 the whole country sccmed to explode in chaos. A 
full-fledged rebellion, sponsored mainly by the M.N.R., was taking place in widely 
separated sections. The principal activity was centered in five important cities: 
Oruro, Potosf, Sucre, Santa Cruz, and Cochabamba, which were taken over by the 
rebels. Immediatoly the government press and the rebel radia stations trial tm outdo 
themselvos in claiming successes, and it was more than a little difficult to asccr- 
tain the true state of affairs. Strong military forces were sent against 
Cochahamba and other citics. In imitation of its bigger brothcrs, the Bolivian 
government sent planes to bombard Cochabamba and Santa Cruz. On tho second bombing 
raid against Cochabamba, the planes landed in Camiri, located in the petroleum 
district, and were promptly captured by rcbel forces who had defected the day 
before. The next day the rebel forces sent two planes against La Paz, dropping 
érenades since bombs were lacking. 


Beyond the destruction of a railroad, bridge in Cochabamba (with the severance 
of railway communication between it and Oruro), the only tangible effect of these 
questionable actions was to embitter the residents of Cochabamba and swell the ranks 
of the rebels in that city. Contrary to what might have been expected, the mining 
areas, Which were the scene of such violent actions over a month ago, remained rela- 
tively calm for the most part, and only a few arrests were effected among the labor 
leaders; however, in Catavi some 200 miners were arrested when trouble seemed 
imminent in that region. As it was realized that an actual civil war was in pros 
ress, the government called up its reserves of 20 to 24 years of age, and a general 
mobilization was ordered. 


The rebel radio station at Cochabamba announced that the principal point in tho 
program 6f the M.N.R. would be tho nationalization of all the mines. This would be 
expected to have a certain appeal to the rabble since the government had earlier 
rejected such a move, doubtless with the disastrous effects in mind that such 
actions have had in the past. Paz Estenssoro, exiled leader of the M.N.R. now 
living in Uruguay, issued one of his typical statements saying that the revolt was 
the result of the government's action in ejecting senators and deputies from the 
country some time agoe One cannot help conjecturing, however, what would have been 
the eventual course of the present revolt had those trouble-mkers been allowed to 
remain, 


What probably constituted the turning point in the military phase of the revolu- 
tion occurred on August 31, when 2,000 government troops under the command of 

General Ovidio Quiroga, occupied Cochabamba, and prepared to march on Sucre as 
quickly as possible. More strenuous military operations were initiated to recapture 
Santa Cruz and Potosf. 


, Although the rebels succedod in capturing Yacuiba, a tow in tho petroleum 
district near the Argentino border, it appoarcd likely that tho recapture of 
Cochabamba indicated that the main force of the rebellion had spent itself, How 
ever, it sooms impossible that any government could survive the disorders and 
lawlessness to which Bolivia has been increasingly subject, particularly whon it is 
opposed by men who would gladly sacrifice the well-being of their country to thcir 
ambitions for power. 


CHILE 


With the unfavorable prospect of a further decrease in mining activity and 

the continuing inflation (it has been calculated that prices have risen 40% this 
year), what many people feared occurred this month in Chile: an uprising sponsored 
by Communists and extrome leftists. Tho month started vory quictly with the 
oncouraging announcoment of a commercial agreement with Ecuador providing for the 
nutual lowering of tariffs. Some days later ominous statcmonts about commnistic 
plots came from public officials. The principal charge was that Communists wore 
preventing miners who had lost their jobs through lay-offs in the copper mines from 
registering in governnent labor offices for work in other parts of the countrye 


. Suddenly attention was focused on events in Santiago. When local bus fares 
were raised 144, on August 15, some 50 to 60 secondary school students marched in 
protest. Although the price rise was occasioned by a 26% increase in the price of. 
gasoline, many evidontly felt that this was the unbearable last straw in the infla- 
tionary load, since the demonstrating school children were joined by many otherse 
The next day the university students added their weight to tho protests, and soon 
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buses were being overturned and stoned amidst the outbreak of general rioting. The 
government was forced to call in troops to patrol the streets, and on August 18, 
the Congress granted the President "extraordinary powers" to deal with the crisis. 
Troop reinforcements were called in from neighboring Vifia del Mar and Valparaiso 
with the government blaming Communists for the disorders. The police seemed reluc- 
tant, if not apathetic, in controlling the actions of the demonstrators. Zvidently 
Commnists or other groups had taken advantage of the comparatively mild protests 
to foment widespread disorder and chaos. Government spokesmen maintained that the 
uprisings were part of a world-wide Communist scheme to neutralize South America as 
a factor in the struggle for power between the Atlantic Nations and the Soviet 


block. 


By August 19, the situation was fairly calm. A short-lived railroad-workers' 
strike was settled with no particular difficulty, and bank workers who had walked 
off their jobs in protest against the killing of one of their co-workers in the 
disorders returned to work quietly. The government, however, was taking no chances. 
Troops patrolled Santiago and machine guns were set up at street intersections 
while the normal activity of the city was resumed. The government was prepared for 
the next step: a general strike throughout the country, which fortunately did not 
materialize. The Chilean Workers! Confederation and several leftist parties public- 
ly disapproved such a move. 


Hardly had this trouble been averted when disquieting news came from other 
sections of the country. Strikes were reported in the southern coal fields and in 
the copper and nitrate mines in the north. Naval units were dispatched to these 
sectors with troop accompaniments. After 2 days of striking, about 1,000 hungry 
and thirsty miners emerged from the Lota coal mine in the province of Concepcion. 
They complained bitterly that they had boen coorced and beguiled to continue their 
sit-down strike by Communist leaders who had deceived them by reports of a general 
strike throughout the country accompanied by a revolution in Santiago. 


The government did not rest, however, with the abatement of disorder. Many 
known Communist leaders and some labor leaders were detained and some deported; the 
total arrested was 400. In addition, there was a wide-spread clean-up in the 
government, principally in the Departments of the Interior (Gotvernacion) and Hduca- 
tion, and some 587 employees lost their jobs. 


To make matters worse, President Gonzdlez Videla was endeavoring to recuperate 
from a tonsillectomy during the height of the disorders and had to dictate many of 
his orders from the sick bed. If this were not enough, a cabinet crisis was pre- 
cipitated toward the end of August. Finance Minister Jorge Alessandri announced he 
would resign after he had been subject to severe criticism by opposition members in 
Congress for his handling of the price situation. A few days previously the govern- 
ment had found it necessary to deal summarily with price violators in an effort to 
halt the rising cost of living. 159 business establishments were closed for 
periods ranging from 2 to 20 days. Hight other cabinet members soon followed the 
lead of the Finance Minister. The conservative members of the coalition cabinet 
announced the.. decision was final. Although the President protested that the 
present coalition cabinet must continue, there was considerable speculation as to 
the possible composition of a new one. 


RIVER PLATE REPUBLICS 
ARGENTINA 


The news from Argentina is dominated by the rosignation of Forcign Minister 
Juan Atilio Bramuglia. JEver since his return to Argentina from the United Nations 
conference in Paris, Branuglia has been playing a secondary role in national affairs, 
but his resignation mst not be taken lightly. The whole situation revolves around 
Bramuglia'ts opposition to Miguel Miranda, former head of the National Sconomic 
Council, who was violently anti-Amcrican and advocated a policy of strict commercial 
reciprocity with the United States (Hispanic World Report, Vol. II, No. 2). 
Bramuglia on the other hand held the view that trade with the U. S. was a necessity 
and urged unrestricted trade. At that time Bramuglia was extremely critical of 
Miranda's economic policies and was influential in forcing his resignation. But as 
the drainage of Argentine dollar reserves became acute to the point of causing a 
national crisis, Bramuglia, the advocate of better U.S.-Argentine relations, was 
placed in a very embarrassing position. On the other hand, Argentine ambassador 
Juan Jeronimo Remorino, who has held a more realistic view of the situation, was 
probably irked by the visit of Bramuglia to Washington and by his views on the sub- 
jecte Since then, the gap separating the two men became increasingly wider, and 
economic facts began to tip the scales in Remorino's favor. 


The Bramuglia affair has had the Peron cabinet divided for some time. It is 
known that Roberto Ares, Minister of Economy, Alfredo Gomez Morales, Minister of 
Finance, and General Sosa Molina, Minister of Defense, supported Bramuglia's views. 
The opposition was centered in Ramon Cereijo, Secretary of the Treasury, Jose’ C. 
Bavro, Minister of Industry and Commerce, and Lt. Col. Juan F. Castro, Minister of 
Tr:unsport. The whole opposition seemed to have been marshalled by Mrs. Perdn, who 
sicrorted Miguel Miranda when he was head of the N.E.C. Recontly the whole situa- 
tion came to a head when Perdn decided to have a first hand report from Dr. Ramorino, 
who Was summoned fron Washington to report to the President. Dr. Remorino had a 
peivate audience with Perdn, in which he was extremely critical of Branuglia and 
accused the former Foreign Minister of Argontina of having engaged in "private deal- 
ings" with the United States. Bramuglia, enraged by the breach of diplomatic 
pvecedure, which normally calls for ambassadors to report to the Foreign Minister 
first, rather than to the President, came to the Governmental Palace and engaged in 
a heated dispute with Dr. Remorino. The latter repeated his charges, which were 
denied by Bramglia, who then presented his resignation to President Peron. It is 
rumored that several times before Bramuglia had tried to resign, but that President 
Peron prevented him from so doings This time his resignation was accepted. 


For a while it was believed that Dr. Remorino would take his place, but a few 
days later the Argentine government announced that the new Foreign Minister would 
be Jesuis H. Paz, a young man of thirty-two and a well-known law professor and crim- 
inal lawyer. At the University of Buenos Aires law school, Dr. Paz was a brilliant 
student and won the highest scholarship awards from 1938 to 1940. He has also 
dadbled in literature, and while visiting Paris in 1948,he wrote a novel entitled 
"The Abyss." As for Mr. Remorino, it is believed that he will not return to his 
in Washington, but will be occupying within a short time the same position in 

aris. 


The resignation of Bramglia is a set-back for United States diplomacy. It is 
remendered that Bramuglia held cordial relations with William D. Pauley, present 
J. S. Ambassador to Brazil, whom General Marshall appointed as liaison man to work 
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with Bramuglia when the latter was acting as self-appointed mediator in the crisis 
that followed the Berlin blockade. 


In Britain, The Financial Times holds that the change was motivated by "funda- 
mental differences in matters of public policy," but it added that commercial 
relations between the United States and Argentina have not bettered in the last 
twelve months, even though a mixed commission has been organized to improve trade 
relations. The Daily Telegraph states that Bramiglia's resignation has not cloared 
the athosphere and that some other resignations at the ministerial level may follow. 
The Manchester Guardian bDclicves that the change was tho outcomo of the hard-fought 
battle between Bramuglia and Miranda, in which the latter was an advocate tf more 
international cooperation. 


The United States Statc Department has announced the rctirement of James Bruco 
as Ambassador to Argentina. Mr. Bruce was appointed with instructions from 
President Truman to "make friends with Argentina." He has succeeded in doing this, 
at least as far as the Perdns and the top officials are concerned. President Peron 
gave a dinner for the retiring diplomat and offered him the Order of the Liberator 
San Martin. Bruce declined the decoration but accepted an autographed picture of 
Peron. Shortly afterward, the State Department announced that Mr. Stanton Griffis, 
former envoy to Egypt and Poland, had been appointed to the post. 


Recently the United States government addressed a protest to the Argentine 
government because of an apparent censorship of a radio transmission by Radio 
Belgrano during July 22 and 23. A spokesman for the Association of Radio Broad- 
casters of Argentina stated that the United States note had been illeadvised. He 
pointed out that all programs dealing with official ‘news are prepared by the radio 
stations without the intervention of the government, and that the note should not 
have been addressed to the government but to the radio station in question to be 
dealt with as a private affair. 


Argentina continues to reduce its imports from the United States. Recent sta- 
tistics released by the Dopartmont of Commerce of the United States for tho first 
six months of 1949 shows that Argentina bought from the Unitod States only onc- 
third as much as in the same period in 1948. The main cause for this reduction in 
trade is the dollar scarcity in Argentina stemming from the apparent difficulty 
Argontina has in finding a market for its products in the United States. 

U.S. -- Argentine Trade (Millions of Dollars) 


1936 1946 1947 1948 1949(first 6 months) 


Argentine Exports 82 194 155 180 50 
to the U.S. 
Argentine Imports 79 193 680 379 61 


from the U.S. 


It is expected that the next six months will bring the totals up to one hundred 
million dollars for Argentine exports and one hundred ten million for United States 
sales. 


During the last days of August, the Argentine Chamber of Deputies began the 
debate over ratification of the British Trade Pact. The members of the cabinet and 
Peronista representatives came to the Chamber to defend the pact. The Peronista 
representative Eduardo Rumbo statcd that the exchange of meat for petroloun and 
Coal was the essence of the pact, and that Argentina would build up a yearly bal- 
ance of thirty-seven million pounds which would be used to purchase petroleum and 
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coal which was just about the amount of fucl Argentina required for its normal con- 
sumption, but he added that three or four years hence Argentina would cease to 
depend upon imports of coal when the Rio Turbio mines reached full production. He 
estimated the coal reserves of Rio Turbio at 1,000,000,000 tons. The Radical repre- 
sentative Arturo Frondizi attacked the administration for not having used the dollar 
balances accumulated during the war to purchase oil drilling and refining machinery 
to increase local production. The debate was long and hard fought, and after forty- 
four hours of continuous session the House approved the trade pact by a vote of 96 


to 28. 


The pact has been characterized by the rapidity with which shipment has been 
made by both parties. Already enormous amounts of Argentine meat, linseed oil, 
leather, hides, and agricultural products have been shipped to Great Britain, while 
the British have been just as prompt in making deliveries of manufactured products. 
However, in the last days of the month, a certain slowhess was noticed in the 
issuing of permits to importers to buy British goods. It is believed that the 
Central Bank of Argentina was awaiting the outcome of the negotiations between 
Britain and the United States and there was considerable fear that Great Britain 
would yield to American pressure and devaluate the pound. The British, Canadian, 
and American negotiations were being followed with great interest in Argentina. 


The Inter-Amcrican Commission of Women, whose permanent residence is the Pan- 
American Union Building in Washington, D. C., opened its annual conference in 
Buenos Aires. As a friendly gesture toward the host country, the Conference's 
Chairman Dr. Elsa I. Chamorro of Mexico named as honorary president Mrs. Eva Duarte 
de Peron. 


Every American country sent a delegation, with the exception of Costa Rica. 
At the opening of the session, President Peron made a speech praising the work of 
the Commission and its delegates and exhorted the women of America to fight for a 
better world in which to live. In its final session the Conference elected as 
President of the Commission Miss Amalia Castilla Ledén of Mexico, who succeeds Miss 
Minerva Bernardino of the Dominican Republic. 


The conference passed several resolutions, most of them dealing with sociol- 
ogical problems; such as the status of illegitimacy, the betterment of prisons, and 
the reform of penal codes which affect Latin American women. It also demanded that 
genocide be declared an international crime, and finally recommended that all 
American nations have Spanish and English taught in all schools. Next year's meet- 
ing will be held in Santiago de Chile. 


In Buenos Aires the Laborista Party, whose exiled vice-president is studying 
in an American University, burned 20,000 copies of La Prensa and picketed its plant, 
carrying placards accusing the daily of being anti-Argentine and loyal only to the 
dollar and the pound. 


In a recent decree signed by President Perdén, the Argentine government estab- 
lished a strict surveillance over political refugees. The decree established that 
1) political refugees entering Argentina must register with the authorities seventy- 
two hours after entering the country; 2) each will receive an identification © ~~ 
document with his photograph and fingerprint attached to it; 3) every month the 
Tefugee must present himself before the local avthorities in the region in which he 
resides; 4) the identification card must be renewed every six months; 5) every 
political refugee must, before buying a railroad, boat, or airplane ticket, present 
his identification card to the shipping company; 6) violation of these rules will 
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make the person liable before criminal law and will cause him to lose his asylum in 
the country. 


Argentine printers are still affected by a considerable shortage in newsprint, 
especially since shipments from Canada have all but stopped. However, this has been 
partially offset by increased imports from Sweden and Finland with whom Argentina 
has concluded trade agreements. In 1948 Argentina imported 117,000 metric tons of 
paper; however, this amount is not enough for a public that consumes twenty kilos 
annually per capita, the highest percentage in all Latin America. 


Argentina now produces about nine hundred tons of newsprint annually, and a new 
plant is being built capable of producing from thirty to forty thousand tons 
annually. As for pulp, the industry is already studying the possibility of 
exploiting Parand pines, which grow in large quantities in the territory of Misiones. 


Another project which is causing great interest is the opening of a factory 
for the manufacture of tractors and passenger cars in Argentina. The project is 
headed by the Argentine Automotor Corporation. The corporation has already obtained 
permits to import all necessary machinery and equipment from Italy duty free. The 
technical personnel will also be Italian, 150 technicians having just arrived in the 
country to organize production. 


Another means by which Argentina is gaining considerable prestige throughout 
Latin America is its motion picture industry. Argentine pictures are offering 
increasing competition to American films because of their excellent technique in 
photography, sound, and action; and also because they are spoken in Spanish and are 
therefore understandable to Latin America's millions of illiterates, who cannot 
read the printed Spanish sub-titles.on American films. 


URUGUAY 


The meat contract incident that led the Uruguayan press to denounce the United 
States seems to have died down. Both governments issued conciliatory statements, 
and apparently as a sop to Uruguayan public opinion, the U. S. Army, which appar- 
ently caused the original trouble allocated to Uruguay 2 new meat contract worth 
$724,847 to supply the civil population of Austria. 


The little republic on the La Plata River,like the other nations of the world, 
suffers from a dollar scarcity. Since the end of the war, gold reserves and dollar 
balances have been almost exhausted. This has forced the country to establish a 
rigid system of licensing for importers buying from the United States, and these 
permits are geared to the amount of dollars earned by Uruguayan exports. Recent 
statistics show that Uruguay failed to sell all its wool crop as it did in previous 
years, and that a surplus of 60,000 bales of the finest grade of wool was left over 
after the last sale in Junee The new wool crop will be marketed in October. 
Recently most Uruguayan wool has gone to the United States. However, it is now 
believed that Uruguny will be forced to sell again in Suropean markets. While this 
is not expected to affect Uruguay's strongly-backed currency, it will aggravate 
Somewhat the already acute dollar shortage. 


Recently the British mission which negotiated the treaty with Argentina 
Visited Uruguay and explored the possibility for a trade agreement along the lines 
of the one reached with Argentina, but the mission returned to Britain without 
having reached any definite results. 
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In another area, Uruguay has been more successful. Recently the press released 
the details of a trade agreement signed with Italy, which is complementary to the 
trade and payments agreement between the two countries signed in February, 1949. 
Each country agreed to issue import permits during the period from July through 
September, 1949, for the purchase of merchandise from the other worth 6,000,000 
pesos. Uruguay will ship wool, hides, linseed 011, tallow, and animal fats. Italy 
will return rayon, cotton yarn, textile machinery, trucks, tractors, typewriters, 
bicycles, and photographic equipment. Payments are to be made in convertible cur- 
rencies, as stipulated in the original agreement of February, 1949. 


A bright spot in the Uruguayan economy is the ‘recovery of the cattle industry. 
Uruguay, the second largest exporter of moat in South America, increased its exports 
by more than 45,600,000 pounds over the preceding year, although these exports were 
forty per cent below the pre-war levol. Tho 1948 cxports reflect the increase in 
the number of cattle and in meat production over the low level following the 1942-43 
drought. This recovery has permitted Uruguay to reduce substantially meat imports 
from Argentina. 


The relations betwoen Argentino and Uruguay continue to be somewhat strained. 
In the Argentine congress Diaz de Vivar, a Peronista ropresontative, blamed Uruguay 
for the failure of the Salto Grande power project on the Uruguay River. The project 
was a joint undettaking by Argentina and Uruguay. Sdusrdo Rodrfguez Larreta was 
accused of being closely linixed to North American imperialism, and of being one of 
those largely responsidle for the bogging down of the power project. Rodriguez | 
Larreta,who is the editor of "El Pais!"answered immediately, stating that no part of 
the blame can be calle his, that nt the time the agrscment was signed between the 
two countries in 1946 while he was Minister of Foreign Affairs, he was quite anxious 
to have the project started, while others, including the President of Uruguay, 
thought it wise to come first to an understandiig on the definition of the river 
boundary between the two countrics as to whether it is in the middle of the river or 
in the center of the deep channel. Anparently Dr. Rodriguez Larreta believes that 
the work was delayed because of the inability of the two countries to agree on the 
exact boundary between them in the river area involved. 


The June parliamentary crisis has finally been solved. The two former Blanco~ 
Acevedista ministers who resigned have been replaced by men of the same faction. 
For a month and a half the two departments had remained without titular heads. 


Uruguayan officials and press have becn quite outspoken in their criticism of 
the Venezuclan military leaders. As a result, it has been reported that Venezucla 
has been refusing cargoes of oil to Uruguayan ships, and even searching them under 
the pretext of hunting arms destined for Venezuelan revolutionists. In Uruguay "EL 
Pais" interprets this abusive treatment as being of a retaliatory nature, against 
democratic countries which have dared to denounce the Venezuclan military Junta. 


PARAGUAY 


In Paraguay, inflationary forces are causing hardship to the working popula- 
tion. Rents have shot up as much 100% over last year. Wages have also risen, but 
they have failed to keep up with the rise in prices. It is estimated that wage 
increases are about 38%, while rises in bus fares have gone up as much as 504%. 


Recently, the Local Garmont Workers Union threatened to strike, and demanded 
increase in wages. The government, by using its emergency powers, called off 
the strike and withdrew recognition from the Union. 
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In agriculture, Paraguay is forging ahead. Recent statistics show that the 
nation has harvested a record crop of 857,000 bushels of rice. In order to process 
the rice a local firm has built a new mill capable of handling 7,500 kilograms a 
day. 


In order to insure better marketing of grains, the government has just built 
two underground grain storage bins with a capacity of 450 metric tons each. The 
bins are located in San Lorenzo del Campo Grande and are the first of their kind in 
Paraguaye To stimulate grain production, the Bank of Paraguay, through its agricul- 
tural credit section, will distribute among farmers 16,000 plows and other 
agricultural implements on easy payment terms. 


In order to offer better communication facilities to the agricultural colonies 
scattered throughout the Gran Chaco, a national airline, Linea Aerea de Transporte 
Nacional (L.A.T.N.), signed two contracts with the Rural Association of Paraguay. 
The L.AeTeNe will make regular flights over two routes covering a total distance of 
1,382 kilometers. 


BRAZIL 


The major topic occupying the attention of Brazilian economists, financiers, 
and foreign traders continued to be the problem of the dollar shortage and the 
efforts of the government to solve it. While it is still too early to assess 
accurately the effects of the new import and exchange control regulations which 
went into operation on July 15, (Hispanic World Report, Vol. II, No. 8) the 
tightening of import controls was reflected immediately in foreign trade by a drop 
of over $17 million in the July value of Brazilian imports from the United States 
as compared with the figure in June, Also evident was an improvement in the pay- 
ment of the back debt owed to American exporters. Early in August the Bank of 
Brazil authorized the payment of preferential drafts up to March 25, and of Category 
A merchandise up to February 16. Later in the month the president of the L. 
Figueiredo (U.S.&.) Corporation, Osvaldo Silveira, on the eve of his departure for 
Rio after a ycar and a half in the United States, predicted that before the end of 
the current year Brazil will have reduced substantially the backlog of unliquidated 
drafts owed in this country. He considers the government's new import and exchange 
control policy to be a constructive one. However, unless Brazil succeeds in finding 
some new. sources of dollars, he does not believe that American exporters should 
expect any relaxation of Brazilian import controls in the near future. As a means 
of improving its dollar position, Silveira suggested that Brazil should do two 
things: 1) develop exports, such as lumber, that could be sold in the United States 
or some other hard currency country; 2) build up credit through the organization of 
&@ central bank to control credit and to aid the government in obtaining it. 


Despite the beginnings of improvement in its debt situation, Bengzil remained in 
the lowest classification of "poor" in credits and "very slow in collections, and 
American exporters continued to urge a short-term loan from the Export-Import Bank 
to Brazil to facilitate a more immediate payment of the debt to them. Pressure from 
U. S. bankers and foreign trade organizations led finally to the accusation that the 
United States was trying to force an unwanted $200 million loan upon the Brazilian 
government. Reports on the action of the Export-Import Bank in regard to such 2 
loan, however, do not indicate that this was the case. As a matter of fact, the 
Bank has not even received a formal application for a loan to Brazil. Members of 
the Brazilian economic mission in Washington discussed the problem of the dollar 
shortage, including a loan, with the directors of the Bank, tut the final decision 
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was to postpone the matter of a loan to see whether or not the new austerity program 
would be a success. If it is so, no loan will be necessary; if it is not, the nego- 
tiations will be renewed later in the year. 


Shortly after the announcement that no loan to Brazil by the Export-Import Bank 
was immediately forthcoming, the American-Brazilian Trade Council passed a resolu- 
tion asking the Export-Import Bank to rediscount, without recourse, the drafts of 
American exporters drawn on Brazilian importers when payment has been made in 
Brazil, through bank deposits of local currency. The board of directors of the 
Council stated that it considered it a critical necessity for the U. S. government 
to adopt measures that would assure an acceleration in the payment of Brazilian 
indebtedness, in order to minimize the grave adverse effects which the prolonged 
delay has already had on American exporters and consequently on U. S&S. domestic 
economy. The resolution further declared that the Export-Import Bank had "the 
power, the authority, and the duty to facilitate transactions in American foreign 
trade through bank services and facilities." 


Another phase of Brazil's campaign to save dollars was evidenced by the recent 
attempts of Brazilian authorities to have stcamship lines operating to Brazil 
accept payment in cruzeiros instead of dollars. Should the measure go into effect, 
it would place the steamship lines in the same position which American exporters 
now occupye 


One of the major causes of Brazil's dollar shortage has been the fact that the 
nation's large favorable trade balances are with soft currency countries. Recent 
estimates indicate that Brazil's frozen credits in Burope and in other Latin 
American countries are over $300 million, considerably more than the amount owed in 
the United States. However, since these reserves cannot be used, Brazil has been 
placed in a dollar deficit position. 


In order to take advantage of these reserves, as well as to get around the 
dollar shortage problem, Brazil, like many other Latin American nations, has been 
turning more and more toward bilateral trade agreements, In recent months the 
government has signed a number of such treaties with Huropean and with other Latin 
American countries, as well as one with Japan. Early in August two more economic 
missions, one from Italy and one from Czechoslovakia, arrived in Rio to start nego~ 
tiating barter treaties. Some time ago Brazil entered a barter agreement with 
Czechoslovakia, but when the latter was unable to ship the products Brazil needed, 
Brazilian exports to Czechoslovakia were curtailed. Brazil now wants to use its 
frozen credits in that country to purchase material for an oil refinery. 


The most recent and the most important bilateral agreement to be concluded by 
Brazil is the new Anglo-Brazilian trade treaty which was finally signed early in 
August after several months of negotiations in London. xcept for a few revisions, 
the new treaty, which is slated to run until the end of March, 1950, merely extends 
& previous pact signed in May, 1948. Illustrating the current trend of increased 
trade with Britain 4n proportion to trade with the United States, the new agreement 
provides for a 35% increase in the paper value of total British-Brazilian trade. 
Just how much actual increase will materialize, however, depends upon the eventual 
value of the pound sterling and the factors of inflation and recession. In the 
opinion of the London Economist, the volume of trade between the two countries is 
not expected to rise to any appreciable extent. Rather, the préblem will be to 
keep the exports from both sides up to the scheduled rates. British exports last 
year failed to reach the agreed amount by several million pounds sterling, while 
Brazilian exports fell short of their goal by some 14%. 


The new treaty covers about 464 million sterling in trade volume both ways, 
compared to around £50 million in the 1948 pact, plus another 47 million or more to 
cover Brazilian petroleum imports. This last item is not much larger than it was 
last year and consequently it has not created nearly as much furor in U. S. export 
circles as did the same item in the recent Anglo-Argentine treaty. ven though it 
is clearly bilateral, some care seems to have been taken in the Anglo-Brazilian 
treaty not to offend American opinion. Nevertheless, under the new pact British 
exports should amount to nearly 30%, and might even reach 35%, of the total U. S. 
exports to Brazil; whereas last year they were only 21%. 


Aside from petroleum products, the chief items which Britain will export to 
Brazil include locomotives, railway cars, ships, planes, automotive vehicles, 
machinery, chemicals, and textiles; while Brazil will export coffee, meat, sugar, 
tobacco, cotton, timber, and hides. Brazilian imports of wine, steel tubes, dyes, 
and metallic pigment, all included in the 1948 treaty, were eliminated in the new 
agreement, thus reflecting the growing production and fabrication of iron and steel 
products in Brazil's own steel plant at Volta Redonda. For both countries the 
treaty provides that imports are to be used only "for internal consumption or pro- 
cessing unless otherwise agreed." This provision limits any resale by Britain to 
furope of goods such as coffee and vegetable oils. 


The effect of all these bilateral treaties, not only in Brazil but in the rest 
of Latin America as well, has been to shift some of the current of Latin American 
trade away from the United States, where it turned during the war, back toward 
wurope. How far the trend will go depends in large part upon the manner of solu- 
tion of the dollar problen. 


The domestic economic situation of Brazil, at least in so far as business con- 
ditions are concerned, is not satisfactory. Both wholesale and retail trade in Rio 
have been slow for some time, and there are no indications of any improvement. 
Rumors concerning a business recession in Sao Peulo are said to be exaggerated. 
However, despite recent efforts to revive exports, the textile industry has suffered 
2 loss in foreign markets because of expanding production in former buying countries, 
which has revived world competition, and because of high Brazilian prices. Declines 
in the earnings of some agricultural crops, notably cotton, also have retarded busi- 
ness in So Pnulo. In Bahia business is reported to be very slow. Credit 
restrictions have appeared and large firms are finding it difficult to dispose of 
heavy inventories. The same situation prevails in most sections of northern Brazil, 
although there are indications of a slight improvement in some areas. Conditions in 
Rio Grande do Sul continue to be favorable. ' 


In the field of education, the most important news this month concerns the 
neeting of the Fourth Inter-American Seminary on Adult Education, which met at 
Quitandinha, near Rio, from July 27 to September 3. Held under the auspices of 
UNESCO, the gathering was described as a "meeting of educational experts to devise 
practical means of overcoming illiteracy." Under the leadership of Professor 
Lourengo Filho, director of Brazilian National Department of Education, over a 
hundred educational experts from every American republic and observers from Great 
Britain, India, France, and Holland, considered the following problems: 1) the 
drawing up of comprehensive illiteracy statistics for the continent; 2) the form- 
lation of individual campaigns to attack illiteracy; and 3) plans for a survey of 
the prelininary education2zl systems in South America. 


According to unofficial estinates, about 70 million persons in Latin America 
are illiterate; in Brazil alone it is being calculated that three out of every five 


adults can neither road nor write. Brazil therefore is particularly interested in 
the problem of illiteracy and has already launched an extensive campaign to eradi- 
cate it. The movement has met with some success, but as yet it has only been able 
to scratch the surface. 


CARIBBZAN REPUBLICS AND PUERTO RICO 
CUBA 


The long-standing problem of Cuba's urban transportation, complicated by wage 
strikes, antique rolling stock, and disorganization has led the government to seek 
outside aid from Conrad G. HZasterday, an American engineer, who has solved the 
transport problems of several North American cities. ‘The program will include a 
heavy expenditure for new signaling devices, loading platforms, etc., and concen- 
trated integration of schedules and traffic shuffling. With this increased 
efficiency, it is hoped that complaints from the people and workers will diminish. 


Private capital in Cuba set a very hopeful precedent by expressing its wil- 
lingness to loan the necessary money to the government for the ambitious public 
works program of President Prio Socarrds. The lonn would be in the form of bonds 
issued at not more than 44 and maturing in 25 years. The offer came subsequent to 
an announcement that the government had been successful in negotiating a loan from 
the First National Bank of Boston for $100 million at the same interest rate. 
Primary among the projects planned are the Havana Aqueduct and the dredging of 
Havana Bay and Harbor. 


President Prio Socarrds has given his approval to the Cuban Gulf Oil Company 
to start drilling for oil off the shore of Diana Coy, near Cardenas. If the oil 
reserves are extensive enough, this will lead to a new surge of U. S. capital into 
Cuba. 


Cuba is making a staunch fight to keep its preferential tariffs with the 
United States. At home, the government has announced that whatever trade agree- 
ments are made with the U. S., they would have to include the clauses necessary to 
maintain the stability of the Cuban sugar market. In Europe, the Cuban delegation 
to the International Conference on Tariffs and Trade at Annecy, France, withdrew 
in protest against a proposal for lowered tariff rates. It is the first time that 
2% country has ever refused to accept a decision of the majority of signers of the 
Troaty of Geneva of 1947. It is felt by Cuba that preferential tariffs have been 
established and in acceptance for a long enough time to warrant their continuance. 
Cuba also argues that the tariff has historical backing and that her entire 
economy depends upon the stabilization of her sugar crop. 


In the same light, Cuba and Mexico have arranged for a mtual trade agreement 
including lowered tariffs. The agreement will allow Mexican chick-peas and corn 
to enter Cuba with the same facility that Cuban products may enter Mexico. 


On August 12, in a quict but moving ceremony, the University of Havana com 
nemorated the centennial of the Cuban flag. The Cubans still consider Narciso 
Lopez as the first to raise the cry of liberty. 


José M. Videla is still trying to persuade the government to spend money for 
the increase of the tourist trade. As president of the Tourist Corporation, he 
proposes that the tourist industry be given a more official status instead of 
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being left to shift for itself. Videla also showed statistics that emphasized the 
economic importance of this industry and the great possibilities it holds in times 
of unemployment and unsettled business periods. 


Because of lack of evidence, it has been suggested that the case against 
former President Grau San Martin, involving the mishandling of public funds, be 
dropped. The Havana superior court has failed to find any trace of the supposed 
$174 million, nor any records leading to their acquisition or disposition. 


The superior court has suggested also that duels of honor be declared a 
criminal offense, punishable by a jail sentence. Because many of the offenders 
are politicians, the seconds who arrange the duels will also be immlicated as 
parties to the crime. 


What seemed to be a crisis in the government early in August was settled by 
a shift in the army. It was rumored that Prims Ministar:Manuel Varona was to 
resign from the Cabinet over his differences with the Minister of Health, Cartas 
Ramirez Corvia. The situation remained quiet until the latter part of the month, 
when President Prfo Socarrds dismissed General Pérez Damera as Chief of the Army, 
appointing General Ruperto Cabrera as his successor. It was denied that politics 
was the cause of the shake-up, the reason giten being laxity of discipline and 
growing disobedience toward the Chief Executive on the part of the army. Minister 
Curtf was appointed as temporary Prime Minister in the absence of Varona from 
Cuba. This may suggest that the political implications are to become more 
anparent at a later date. 


Cuba, along with Haiti, Panama, and the Dominican Republic, has one of the 
highest credit ratings with the U. S., according to the National Credit Bureau. 
The one-hundred million dollar loan, largest ever made to Cuba, is proof of the 
declaration. Cuban exports to the U. S. in June were $35,100,000, while imports 
amounted to $29,200,000, an increase of $2,000,000 over May, and a balance of 
$5,900,000 in favor of Cuba. In over-all trade for the first quarter of this 
year, exports amounted to $186,660,110, against $263,959,636 for the same period 
of last year, a decrease of $77,299,526. The U. S. increased its purchases in 
April of 1949 against April of 1948 by $4,781,424. Huropean purchases of Cuban 
goods decreased for the same period. 


President Prfo Socarrds in person turned over the titles of new homes to 135 
families who had been dispossessed by the government in order to build a railroad 
from the city of Camagifey to its airport. ach house was built by the government 
at a cost of $400, and although they are small and inexpensive, theyare an improve- 
ment over the makeshift and unsanitary shacks many of the poorer people are still 
forced to live in. 


Cuba has also become involved with the political escapades of the Apristas. 
Two Aprista leaders, Leon de Vivero and Pedro Mufiiz, escaped from the Cuban 
anbassy in Lima and managed to fly to Havana. The Peruvian government has 
declared the Cuban diplomatic representative, Alberto Zspinosa, to be persona non 
grata, and has severed diplomatic relations with Cuba. 
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Transportation facilities to and from Haiti have recently been substantial- 
ly increased with more improvements in the offing. Two ships of 4,000 tons 
flying the Swiss flag will make bi-weekly trips between Antwerp and Port-au- 
Prince, and it is thought that an American shipping firm will make similar trips 
from New York to the Haitian capital. <A DC-3 has been acquired by the military 
air force, which maintains the only commercial air service within the country. 
This has resulted in a considerable reduction in rates--the $12.50 fare from 
Port-au-Prince to Cap Haitien has been lowered to $8.00. Some U. S. firms have 
been consulting with Haitian officials concerning highway proggcts. The 
completion of a main north-south hard-surfaced road from Cap Haitien in the 
north to Les Cayes on the south peninsula is a project of considerable interest 
to the government. 


Unfavorable finances continue to confront the government. Although 
receipts may exceed expenditures, supplementary credits and special appropria- 
tions have been extremely heavy. The principal extra expense has been for the 
government's share in the preparations of the Bicentennial Exposition, which is 
expected to produce some necessary revenue. The construction of private 
buildings is well under way, and it was announced that a contract was signed 
with a group to operate a gambling ship in the bay just off the exposition 
grounds. The U. S. Senate approved a measure authorizing the American govern- 
ment to participate in the festivities celebrating the fouriding of Port-au- 
Prince. The House of Representatives will consider authorizing the use of 
$170,000 for the construction of a pavilion, which will be used after the 
exposition as a cultural center for the United Statcs in Haiti. 


DOMINICAN REPUBLIC 


The Dominican Republic, still very uneasy over the tension existing in the 
Caribbean, presented certain allogations at a special hearing of the Inter 
American Peace Commission and assorted that if satisfaction was not to be 
obtained before that body it would seck a Mocting of Foreign Ministers. The 
Dominican government considers the situation grave enough to warrant invoking 
the Inter-American reciprocal Assistance Pact of Rio, declaring that a "virtual 
state of war" exists in the Caribbean and that Cuba, aided by Guatemala and 
Costa Rica, is actively engaged in a campaign to overthrow President Trujillo. 
The present situation began with the events in 1947 that led to the dembiliza- 
tion on Cayo Confites of the Legion of the Caribbean by the Cuban government. 
The unsuccessful invasion at Luperon in June (Hispanic World Report, Vol. II, 
No. 7) was the latest outbreak, but the Dominican government charges that 
revolutionary elements contimue to increase in Cuba. It charges also, that:Cuba, 
Guatemala, and Costa Rica made public funds available to the Caribbean Legion 
and supplied men, arms, planes, and small sea craft which came from the United 
States and a number of Caribbean countries, including the Dominican Republic. 
The declaration also alleges that the Legion has its own ship in Holland to 
transport small arms and machine guns, obtained from Czechoslovakia, to its 
headquarters in Guatemala. The 14page accusation gives the impression that 
the Cuban government is cooperating "passively" with the Caribbean Legion and 
links a number of political leaders with present Legion activities. Former 
President Grau San Martin was one of those named as having encouraged and aided 
the Legion's activities during his administration and as still approving any 
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attempt to unseat President Trujillo. Sufemio Fernandez, chief of Cuba's 
secret police, was named as a participant in two ill-fated "expeditions" and 
was quoted as having said that the conspirators were readying a new assault 
against "Dominican institutions." Dr. José Maceo, governor of the province of 
Oriente, was charged with having advocated that Cuba declare war on the Domini- 
can Republic during the Luperdn invasion. 


Costa Rica's answer to the report was 4 request to the United States to 
work out a "formula" to eliminate dictators in the America. Several days later 
Costa Rica asked the Inter-American Peace Commission to investigate a new arms 
and munitions factory set up in San Cristdébal, 32 kms. west of Ciudad Trujillo. 
The U. S. State Department, commenting on published items about the new plant, 
said it had known for some time that the factory was under construction. It 
also recalled that early in 1948 the Dominican government and the Johnson Auto- 
matics Export Corporation had discussed plans for a munitions plant on the 
island and that the conversations had ended abruptly. 


In April, 1948, 12 Hungarians were arrested in Budapest for attempted 
smuggling of military patents for a very light machine gun invented by Pal 
Kiraly and Vilmos Lotsos. ‘The latter is alleged to have been paid $500,000 for 
those blueprints. Three months after the smuggling episode it was announced | 
that the Hispaniola Corporation's plant at San Cristobal was to be used for the 
repair of small arms. At present out of 120 employed at the factory 35 are 
Hungarians and 16 Italians. At least 30 German arms experts are expected 
shor tly ° 


In New York the Dominican Republic's Information Center said that the 
decision to construct a munitions factory was made in 1947 after the Dominican 
government had discovered a plot of the Legion of the Caribbean to overthrow 
President Trujillo. At that time the U. S. State Department refused permission 
to the Dominican Republic to buy arms and munitions in the United States to 
repel the expected invasion. At the same time it was alleged that the Legion 
was obtaining arms in considerable quantities in this country. Nevertheless 
President Trujillo was successful in getting the necessary Weapons and ammuni~ 
tion from Brazil. 


At least one observer has noted that the setting up of an arms plant by 
Huropeans may make @ dangerous post-war precedent and be a definite barrier to 
the standardization of arms in this hemisphere. During World War II, U. S. 
Lend-Lease arms began to replace much of the heterogeneous Buropean-type equip~ 
ment in use in Latin America, and sales of surplus military supplies have 
furthered the process of replacement. 


The Dominican Republic's sugar refining capacity has been considerably 
augmented by the addition of three new centrales. Two of these were unprofit- 
able Puerto Rican plants and the third is a large all~steel plant with a daily 
capacity of 5,000 tons of cane. 


PUERTO RICO 


The Legislature convened on August 29, for a short special session. Most 
of the measures are sponsored by the Administration and have been very careful- 
ly drawn up to ensure speedy passage in their present form. They involve plans 
for the reorganization of the Justice Department; it is hoped to make its work 
more efficient and effective, as well as to improve conditions in the jails. 
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Attorney General Géigel Polanco is preparing legislation which will compel 
men who leave their wives and children in Puerto Rico and go to New York to con- 
tinue to support their dependents. In recent years desertions have increased, 
and even some New Yorkers of Puerto Rican*origin have returned to the Island to 
evade their family responsibilities. Conversations betwoen Puerto Rican and 
New York officials have resulted in an agreement to legislate a kind of recipro- 
cal treaty which will give each government the power to force the other's 
delinquent husbands and fathers to support their dependents or go to jail. 


Puerto Rico's unfavorable balance of trade, which has long been a cause of 
concern for authorities, showed a small decrease during the last elevon months 
onding May 31. Imports during that period amounted to $299,370,000, compared 
to $310,045,000 for a like period a year earlier. Exports rose from 
$182,892,000. <A breakdown of the figures revealed that lower prices accounted 
for most of the drop in imports and that a part of the expert increase came 
from greater sugar loadings. While the reduction of the unfavorable balance is 
heartening, it is important that Puerto Rico contime to increase the produc- 
tion of those things the U. S. will buy. The Island's textile industry showed 
a Slight increase over last year, and this is significant only when compared 
with the textile mills on the American mainland, which had a relatively quiet 
year. 


Lack of sufficient accommodations appealing to American tourists has 
slowed considerably the development of a thriving tourist trade. However, 
planning for adequaté hotels is about to show results. It was announced that 
the luxurious Hotel Caribe-Hilton, costing $6,700,000, would be opened 
December 9. The Bureau of Tourism revealed that other firms were showing 
interest in establishing hotels on the Island and that a director of public 
relations had been engaged to "sell" Puerto Rico to the traveling public of the 
United States. The goal is an annual tourist business of $16 million by 1952. 


A strike in the only two cement plants has paralyzed much of the dépondent 
building activity, but shipments of cement are coming in from the United States 
and will continue as long as the strike lasts. The imported product sells for 
$1.40 per cwt., which is 30¢ more than the price of the home product. Contrac- 
tors aro studying the possibility of instituting dam@zge proceedings against the 
Ponce Cement union to recover part of the loss. 


Other potential strife lay in four proposals made by the Vitrified China 
Association and directcd against the Crane China Corporation, which has a new 
plant at Vega Baja. The association represents a number of large manufacturcrs 
of New England, and their measures would 1) force Crane China to sell the 
products of the new plant locally but not in the United States, 2) start a 
strong union movement in Puerto Rico to equalize salaries with those in the 
United States, 3) place a quota like that on sugar on all vitreous products 
made in Puerto Rico, and 4) require the wage scale to be raised to the U. S. 
lovels. 
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